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DISCUSSION 

I s EFFECTS ON CHINESE CGEONI5T POLiriCAL STABILITr 

6a N© have no reliable evidence that reverses in the Korean 
■star have created a rift among the higher Chinese Communist 
political and military leaders* Rumors suggest, however, that 
dissatisfaction with the course of events in Korea may have 
accentuated differences of view that already existed among 
them* There is fairly reliable evidence that military and 
political figures of secondary importance have become uneasy 
over China's involvement in Korea and its isolation from the 
West* On the other hand, several factors have tended to insure 
party solidarity, such as the lifelong isolation from near* 
Communist Western influences and the common ideological con- 
ditioning of most Chinese Communist leaders, the mutual interest 
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they have in maintaining a united front among thmselvee and 
with the Soviet Onion and the strength of party discipline* 

7* The initial Chinese popular reaction to intervention 
in Korea appears to have been one of pride in victory* and even 
the later holding actions were viewed as triumphs when compared 
with the long series of Chinese humiliations in the past* As 
the war has gone on, popular dissatisfaction with the regime, 

already in evidence before t he struggle began, has been inters i- 

^ vi k vwfj ^ 

fled by heavier taxes and levies, increased conscription and 

A 

militia duties imposed on on already war«weary people, purges, 
further disruption of the traditional Chinese family system, and 
other harsh repressive measures* In addition, there is evidence 
frcm reliable sources that among certain of the more educated 
groups, including some ardent supporters of the regime, mis- 
givings have developed about the regime*© relatione with the USSR 
and the USSR’s intentions with respect to China and Korea* 

8o Tlae decline of popular support and the apparent necessity 
to impose greater restrictions and demands upon the heme; front, have 
resulted in the regime’s speeding up its efforts to consolidate 
further i.ts control of the; country* Terroristic measures to 
suppress ”cotmter~revolutionary activity” have been reinforced by 
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positive steps to strengthen the public security system, to cen- 
tralise and expand militia units, to increase membership in 
Comraunist-dlrected ’’people’s organization, ” and thus supplant 
the conventional organisation of Chinese society,, The regime 
has also been required and probably will have to continue to 
maintain large mi3.it ary farces within China to assist in pre- 
serving order a Tfliile the control measures have thus far been 
successful in checking the development of an effective opposition, 
their harshness has lost to the regime the willing cooperation 
of at least seme community leaders, educators, engineers, and 
others whose prestige, training, and technical skills the regime 
has regarded as essential to the furtherance of longer range 
political and economic planning# In the long run, these develop- 
ment® might have serious effects on the stability of the regime# 

n, EooNoinc expects op tug Korean mn 

9<» There is insufficient evidence upon which to base a 
complete estimate of the effect of the Korean, conflict on the 
Chinese Communist economy, which, though it has to support an 
urban population of 60 million, is undeveloped industrially 
and preporaierantly agrarian. It is entirely possible that any 
such effect would not be apparent within as short a period as 
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has elapsed and it is improbable that satisfactory statistical 
evidence of such effects would be quickly or readily available 
to USo 
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10 o Although such evidence as we have does not suggest that 
the Korean conflict has as yet posed a critical threat to the 

economic stability of fhe Chinese Ccnssonlst regime* the Korean 

^ ' rv Ki Xt rtrTO^ QmA.^ *w-u ^ C <c onY'Vr* U-tc- 

■war hae- plftsm the Chinese Communist? econoaQr on a war s footing, ' ^ 

^ 'i ts 5 * - ^ 

has subjected the nation to economic sanctions imposed by the 


Western world, 'and is likely to increase the economic difficulties 
of the government during the next year® 
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11 0 It seems almost certain that the demands of the Korean 
war have limited the Peiping regime’s reconstruction efforts 
to those projects requiring only the investment of labor, such 
as the building of dykes, irrigation systems, air fields, and 
roads 0 


12 o Although the regime has been successful in preventing 
the prices of domestic goods from rising sharply, inflationary 
pressures have built rip since aid-l^O, and Western trade re- 
strictions and rising world prices have resulted in precipitous 
price rises for certain imported strategic raw materials and 
manufactured products „ 
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03, The Industrial sector of the Chinese Communist's economy 
operates virtually on a day-to-day basis, both in terns of raw 
materials, and plant maintenance. Although foreign trade with 
the Yfest remained at high levels during early 1951, there have 
been shortages for some months of petroleum for civilian use ||_LEGIB 

and, of certain fairly important specialized industrial items. 

Very recently as a result raw ^c^es t^Le mil 

have shut domic The Cannranists j admit that these shutdowns ar 
related to import difficulties as well as to the failure of t: 
cotton collection program in China itself. 

tJi Announced industrial output goals for 195 V indi- cat « 
only modest Increases over 1950, durihg-«M-°>> Industrial out- 
put expanded greatly except diviliaw?. 

type goods. /In spite of reports of plant dispersals and raw 
material shortages, the munitions industry ie believedf, to be 
producing at capacity and terbe expanding. 

35„ During the large initial troop movements northeastward 
in the summer and autumn of 1950, there weW^tesrruptions in 
the rail movement of non-military goods throughout China. Since 
that tine, although military traffic has premMab^r//^ ^ ^ 
with the general distribution of goods in China, there have been 
^ dndlsatloM of »«*» non-military Item! 
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^nevenent of essential non-military items 

a .. : , C -Z. ILLEGIB 

/ i^yl u ‘U/i c*.6-r’ cf ■- *' ^ ft n > ■« -* »- 


Approved For Releqsg 2001/03/09 : CIA-RDP79R01 01^000800050043-0 

J'OP SECHET 



6 - 


TOP SECRET 


CONFIDENTIAL 


Approved For Release 2001/03/09 : CIA-RDP79R01012A000800050043-0 



